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Switzerland and the IBRD 


After the first repayment of Sw F 33 million which 
the World Bank made to Switzerland on January 1, 
1960, in terms of the agreement for a medium-term 
loan to the Bank of Sw F 200 million made available 
in January 1957 (see this News Survey, Vol. LX, p. 89), 
the Swiss Government asked Parliament to authorize 
postponement of subsequent annual repayments includ- 
ing that which will be due on Jannary 1, 1961. In its 
report to Parliament, the Government stated that 
although Switzerland is not a member of the Bank it 
has a great interest in directing its assistance to the 
less developed countries through an international organi- 
zation which was created specifically for that purpose. 
Switzerland has been made an exception to the Bank’s 
general rule that its loans can be used only to finance 
purchases from member countries, and Swiss exports 
financed by Bank loans are estimated to be about 
Sw F 250 million. An analysis of the Swiss Govern- 
ment’s finances shows that the maintenance of an ade- 
quately liquid position does not depend on the receipt 
on the dates originally contemplated of the repayment 
installments due from the Bank. The Government, more- 
over, regards it as important that Switzerland should 
increase its participation in the support of underde- 


Europe 

Sterling Area Trade 

The substantial increase in exports from the sterling 
area, which had been maintained throughout 1959, was 
checked in the early months of 1960. A continued rise in 
exports from the United Kingdom in the first quarter 
of 1960 was offset by a fall in those from the other 
sterling area countries. Later figures suggest that exports 
of both declined slightly in the second quarter. Never- 
theless, total sterling area exports in the first half of 
1960 are not likely to be much below the figure for the 
second half of 1959, after allowance for seasonal vari- 
ations. Imports into both the United Kingdom and the 
other sterling area countries continued to expand in the 
first quarter of 1960, and there are indications that 
they rose further in the second quarter. 
Source: The Financial Times, London, 

August 12, 1960. 


Hire-Purchase Debt in the United Kingdom 
The expansion of the total hire-purchase debt in the 
United Kingdom slackened in June, as the debt owed 


England, 


veloped countries. The continuance of the loan to the 
Bank for a longer period than was originally agreed is 
a constructive contribution for that purpose. 

The Government’s report states that, while Switzer- 
land can approve of the Bank’s purposes in every 
respect, the question of membership requires further 
clarification in relation to the necessity to maintain 
Switzerland’s freedom of action in face of the danger of 
discrimination associated with the still unsettled prob- 
lems of European integration. Membership of the Bank 
presupposes membership of the International Monetary 
Fund, and the question whether the rules of the Fund 
are consistent with the freedom that is essential for 
Switzerland in this connection requires further exami- 
nation. Membership of the Fund would also raise certain 
questions of currency policy which have not yet been 
completely cleared up. If Switzerland were to decide to 
join the Bank, as has already been suggested in parlia- 
mentary questions, there would be no technical obstacle 
to prevent the conversion of the Swiss loan to the Bank, 
in full or in part, to form part of its membership 
contribution. 

Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 12, 1960. 


Source: 


directly to household goods shops was reduced for the 
first time in two years while the debt owed to finance 
houses, mainly for motor vehicles, continued to rise a 
little. An analysis by the Board of Trade of the effects 
of the controls on hire purchases introduced late in 
April (see this News Survey, Vol. XII, p. 342) shows 
that hire-purchase sales in May and June averaged 
£86 million, compared with a monthly average of 
£97 million in the period January-April; and that down- 
payments in May and June averaged slightly more than 
in the preceding four months, because of the higher 
deposits required. Thus, new hire-purchase credit ex- 
tended in May and June averaged £71 million, compared 
with an average of £84 million for January-April. 
Repayments of debt on past commitments continued to 
rise and further reduced the growth of net hire-purchase 
debt; the increase in debt averaged £9 million for April 
and May, in contrast to an increase of £23 million for 
the first four months of the year. 

The Economist reports that total sales by household 
goods shops in June were 10 per cent less than in 
June 1959, when they were particularly high. Hire- 
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purchase sales accounted for only 27 per cent of the 
turnover in June 1960, compared with 35 per cent of 
the higher amount last year. Although furniture sales 
slackened in June, the effects of the reintroduction of 
hire-purchase controls were felt Une most by radio and 
electrical goods shops. 

Source: The Economist, London, England, August 13, 

1960. 


Decimal Coinage in Ireland 

A committee appointed by the Irish Minister of 
Industry and Commerce in 1953 to consider “the desir- 
ability of establishing a metric system of weights and 
measures and a decimal system of coinage” has recom- 
mended the adoption of the metric system of weights 
and measures as the sole statutory system for use in 
Ireland. The committee was of the opinion that this 
could not be done in less than 15 years without adding 
enormously to the inconvenience and cost. The Govern- 
ment, accepting in principle the adoption of the system 
and indicating an approximate date not later than 25 
years hence when it should become the sole legal sys- 
tem, should establish a special agency to implement the 
decision and, in the meantime, conduct propaganda, 
revise school curricula, consult with similar Northern 
Ireland or British agencies, examine costs and compen- 
sation, and provide a general advisory service. 


The committee further reported that the advantages 
of a decimalization of the coinage would not in them- 
selves outweigh the expense and inconvenience that 
would be involved, but if the metric system of weights 
and measures should come into force, a decimal system 
of coinage should also be adopted. The special agency 
should advise on the appropriate time for decimalization 
and should supply up-to-date information on the cost 
of converting or replacing machines constructed to 
function with the existing coins. 

Five members of the committee did not favor a 
change in either system except in conjunction with 
Great Britain and Northern Ireland. A system with a 
major unit equivalent to 10 shillings and divisible into 
100 cents is regarded as the most suitable unit for 
Ireland, but the committee recognized that the adoption 
of a different system by Great Britain might necessitate 
a change in this view. 

Source: Journal of the Institute of Bankers in Ireland, 
Dublin, Ireland, July 1960. 


Estimates of French Harvest 

Preliminary estimates, as of the beginning of August, 
of the current harvest in France indicate a wheat crop 
of approximately 10.5 million metric tons, which is 
higher than average but lower than the record of 
11.6 million tons attained in 1959. The barley and corn 


crops are reported to be higher than in 1959, while 
those of rye and oats are expected to be lower. Potatoes 
and sugar beets, output of which had been abnormally 
low in 1959, will again be abundant in 1960. Fruit 
production is expected to be close to record levels, and 
the wine crop is estimated at 56.6 million hectoliters, 
slightly less than the 1959 crop of 60.3 million hecto- 


liters. 


Source: Le Monde, Paris, France, August 14-15, 1960. 


Balance of Payments of Belgium-Luxembourg 


Balance of payments data for Belgium-Luxembourg 
show that the surplus on account of goods and services 
fell to BF 1.3 billion in 1959, from BF 17.6 billion 
in 1958. Receipts from exports increased by about 4 per 
cent between 1958 and 1959, to BF 152.0 billion, but 
expenditure on imports increased by over 9 per cent in 
the same period, to BF 154.4 billion. The trade deficit 
(f.0.b.) of BF 2.4 billion contrasts with a surplus of 
BF 4.5 billion in 1958. Income from services decreased 
from BF 13.1 billion in 1958 to BF 3.7 billion in 1959; 
in 1958 there had been large nonrecurring receipts from 
the World Exhibition, and in 1959 service receipts were 
affected by the strike of Belgian frontier workers em- 
ployed in France. Income from investments abroad were 
the same in 1959 as in 1958, but there was an increase 
in income payments on investments in Belgium- 
Luxembourg by foreigners. The surplus on account of 
private donations increased from BF 1.1 billion in 1958 
to BF 3.1 billion in 1959 owing to higher remittances by 
Belgian nationals from the Congo and Ruanda-Urundi. 


Repatriation of capital from the Congo caused the 
deficit on private capital transactions to decrease from 
BF 5.0 billion in 1958 to BF 2.4 billion in 1959. Official 
capital transactions for 1959, on the other hand, showed 
a deficit of BF 3.6 billion, compared with a surplus of 
BF 2.4 billion in 1958. The main outgoing official 
payments were the increased quota subscription of 
Belgium in the Fund, the subscriptions to the European 
Investment Bank and the European Fund, and a 
decrease in the Belgian Treasury’s liabilities to the 
Congo and Ruanda-Urundi. Some contractual repay- 
ments of foreign debt also were made, but at the same 
time there was an inflow of capital from new foreign 
loans contracted. As a result of these developments, the 
total gold and foreign exchange reserves of the central 
bank decreased by BF 8.4 billion in 1959, in contrast 
to an increase of BF 17.2 billion in 1958. At the end 
of 1959, these holdings amounted to some BF 61 bil- 
lion (US$1,222 million). 


The balance of payments between Belgium-Luxem- 
bourg and the Congo and Ruanda-Urundi indicates a 
surplus of BF 10.4 billion on goods and services account 
in 1959. Belgian exports to the Congo decreased, while 
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income from services rose moderately. Private donations 
increased by BF 2.0 billion, to BF 3.4 billion in 1959. 
For private capital transactions, which in 1958 showed 
a deficit of BF 3.2 billion, there was a surplus of 
BF 3.3 billion in 1959, which represents a total swing 
of BF 6.5 billion, reflecting substantial repatriation of 
capital to Belgium. A deficit of BF 4.5 billion on official 
capital transactions with the Congo and Ruanda-Urundi 
was due to the repayment of BF 3.1 billion of Belgian 
Treasury certificates held by the Congolese Treasury 
and the Central Bank and of advances granted by 
the Belgian Treasury to Ruanda-Urundi. The payments 
deficit of the Congo and Ruanda-Urundi with Belgium- 
Luxembourg is financed to a large extent by the former’s 
surplus with other countries, mainly with the other 
OEEC countries. 


Source: Banque Nationale de Belgique, Bulletin d’In- 
formation et de Documentation, 
Belgium, June 1960. 


Brussels, 


New Monetary Policy Instrument in the Netherlands 

An agreement concluded in June by the Netherlands 
Bank with the commercial banks and agricultural credit 
institutions provides for certain measures that might be 
put into effect if it should be found necessary to restrict 
the rate of expansion of credit to the private sector. 
Under this arrangement, banks that expand loans to the 
private sector by more than a certain maximum rate 
which the Netherlands Bank may impose can be 
required to hold with the central bank interest-free 
deposits of up to not more than the amount of excess 
over the credit ceiling. This requirement would remove 
the profit incentive of private banks to expand credit 
to the private sector above a maximum rate, but it 
could lead to an increase in short-term and medium-term 
credit to the public sector. 

The agreement was prompted by the high liquidity 
of the private banks and the sharp expansion of com- 
mercial credit in the second half of 1959 and the early 
months of 1960. Short-term assets held abroad by the 
commercial banks also increased sharply in 1959 and 
the first quarter of 1960; at the end of the quarter, they 
amounted to some f. 1.4 billion. During 1959, the 
monetary authorities kept short-term interest rates at a 
level which made it attractive for banks to place these 
liquid funds in short-term investments abroad, and the 
increase in the basic discount rate from 2% per cent to 
3% per cent in November 1959 (see this News Survey, 
Vol. XII, p. 167) was only a warning signal, in view 
of the increase in credit to the private sector. The classi- 
cal monetary policy instruments of open market oper- 
ations and cash reserve requirements, however, were 
considered insufficient to immobilize the inflow of liquid 


assets if the commercial banks should decide to repatri- 
ate their foreign holdings. 

The cash reserve requirement, i.e., the percentage of 
all deposits that banks must hold at the central bank, 
remains in force apart from the provision for the new 
reserve requirement of interest-free deposits. The cash 
reserve requirement was increased from 7 per cent to 
8 per cent on July 22, 1960 (see this News Survey, 
Vol. XII, p. 439) as a consequence of the increased 
sales of foreign exchange to the central bank. 


Source: Nieuwe Rotterdamse Courant, 


Netherlands, July 23, 1960. 


Rotterdam, 


Foreign Trade of the Netherlands 


The value of Netherlands exports increased from 
f. 6.4 billion in the first half of 1959 to f. 7,4-billion in 
the corresponding period of 1960, and imports rose 
from f. 7.2 billion to f. 8.4 billion. The trade deficit rose 
by 35 per cent, from f. 787 million to f. 1,059 million. 


otal exports to the other countries in the European 
Economic Community increased by 25 per cent, exports 
to Italy rising by 49 per cent, to France by 41 per cent, 
to Germany by 29 per cent, and to Belgium-Luxembourg 
by 10 per cent; total imports from these countries rose 
by 21 per cent. Foreign trade with the countries in the 
European Free Trade Association expanded at a much 
slower rate, exports increasing by 11 per cent and im- 
ports by 9 per cent. The value of exports to Asia rose 
by 28 per cent and those to Africa by 12 per cent, but 
exports to both North America and South America 
declined. Imports from the United States increased by 
nearly 50 per cent, while those from South America 
fell by 9 per cent. 
Sources: Economische Voorlichting, The Hague, Neth- 
erlands, July 22, 1960; Het Financieele Dag- 
blad, Amsterdam, Netherlands, August 4, 
1960. 


Foreign Trade of Sweden 

The excess of Sweden’s imports over its exports for 
the first six months of 1960 was more than double that 
for the first half of 1959. As imports increased by 
SKr 1,532 million, to SKr 7,360 million, while exports 
increased by SKr 923 million, to SKr 6,348 million, the 
trade deficit rose from SKr 402 million (US$78 million) 
to SKr 1,012 million ($196 million). 

The increase in the value of imports was distributed 
over most commodity groups. Imports of oil increased 
by SKr 82 million; raw materials, including rubber, 
textile fibers, ores, and scrap iron, by SKr 184 million; 
chemicals by SKr 140 million; yarn and yard goods 
by SKr 102 million; machinery by SKr 227 million; and 
means of transportation by SKr 128 million. In volume, 
iron and steel imports increased from 387,000 tons to 
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609,000 tons, and the number of imported cars rose 
from 62,155 to 67,942. 


Almost one third of the increase in the value of 
exports was accounted for by raw materials; this in- 
cluded a rise of SKr 110 million for pulp and of 
SKr 121 million for iron ore. Exports of paper and 
board increased by SKr 108 million, iron and steel by 
SKr 110 million, machinery by SKr 189 million, and 
automobiles and automobile parts by SKr 73 million. 
The number of cars exported increased from 26,321 to 
34,016. The value of exports of ships remained un- 
changed at SKr 464 million. 


Source: The Swedish-International Press Bureau, Bulle- 
tin, Stockholm, Sweden, August 12, 1960. 


Gold Transactions in Sweden 


The Riksbank has removed some of the restrictions 
that previously limited purchases of gold in Sweden. 
Domestic sales of gold bars or other raw or semifinished 
forms are still not allowed, but imports and exports 
of gold objects are virtually freed from restrictions. In 
purchases of gold objects by the public from goldsmiths, 
upper limits of weight or fineness are no longer imposed. 


Source: The Times, London, England, August 4, 1960. 


German Monetary Reserves 


According to a press communiqué of the Deutsche 
Bundesbank, the committee of the Federal Loan Syndi- 
cate, with Mr. Karl Blessing, President of the Deutsche 
Bundesbank, as chairman, agreed on August 5 to sub- 
scribe to a special tranche of “mobilization paper” 
(treasury bills of the Federal Republic) up to an amount 
of DM | billion and to keep this paper in its portfolio 
for two years. These treasury bills, which are issued to 
diminish liquidity, are generally not transferable. How- 
ever, in special cases the Bundesbank is willing to 
redeem them before maturity; the repurchase price in 
such cases will be subject to special agreement. The 


first tranche of DM 500 million, carrying an interest 
rate of 542 per cent, will be subscribed by the members 
of the syndicate from August 20 to September 20. The 
second tranche, the terms of which will be in accordance 
with the rates prevailing at the time of issue, will be 
issued later after a further discussion with the members 
of the loan syndicate. 


On August 8—two weeks before the published date 
of subscription—the banks had already begun to place 
their subscriptions; according to reports from the Frank- 
furt financial market, about half of the total amount 
of DM 500 million has been subscribed. The Bundes- 
bank appears to have decided on a de facto advance 
of the subscription date because otherwise there would 
have been an excess of liquidity in the money market. 
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The banks had already assembled the liquid funds for 
this issue and would have sought to invest them in the 
short-term money market until August 20. Such a devel- 
opment would not have been in the interest of the 
Bundesbank, which still pursues a restrictive course. 


The Frankfurter Allgemeine Zeitung says that this 
run of the banks to subscribe to the special issue of 
mobilization paper came as a considerable surprise, for 
originally this operation was called a continuation of 
the strict restrictive policy of the Bundesbank. On the 
urging of the banks, which considered continuous further 
increases in the noninterest-bearing minimum reserve 
requirements for the purpose of skimming off liquidity 
to be dangerous, the Bundesbank consented to a com- 
promise. In lieu of further increases in reserve require- 
ments, special interest-bearing mobilization paper 
should be issued. The negotiations took so much time 
that nothing happened in July, and the banks were able 
to carry forward considerable liquidity into August. 
Also, the total of DM 1 billion was divided into two 
tranches, and very generous long-term subscription dates 
were fixed. The Frankfurter Allgemeine Zeitung con- 
cludes that it is now a pleasure, not a burden, for the 
banks to have these bills in their portfolios. The 
Bundesbank has applied very mild measures to the 
money market, although the factors which previously 
called for a hard restrictive course—the high foreign 
exchange inflows, the danger of rising prices, the strain 
on the labor market—have remained unchanged. 


Sources: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, August 8, 1960, and Frankfurter 
Allgemeine Zeitung, August 9, 1960, Frank- 


furt am Main, Germany. 


Far East 
Swiss Credit to India 


The Governments of India and Switzerland have 
signed an agreement whereby a ten-year loan of 
Sw F 100 million (Rs 109 million) will be provided 
to India by a consortium of Swiss banks on mutually 
agreed terms. It will be guaranteed by the Swiss Govern- 
ment within the framework of the federal law on export 
risk guarantees. Of the total amount, Sw F 60 million 
will be made available immediately and the remaining 
40 million francs later. The funds will be used to pur- 
chase in Switzerland capital goods for India’s develop- 
ment program. 


Source: The Hindu Weekly Review, Madras, India, 
August 8, 1960. 


Interest Rates in Ceylon 


The rate of the Central Bank of Ceylon for advances 
to commercial banks against pledges of government 
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securities was increased from 2% per cent to 4 per 
cent, effective August 13; the rate for advances 
against certain types of commercial and production 
paper remains at 2% per cent. At the same time, 
certain measures of selective control of bank credit 
were introduced, in order to discourage hire-purchase 
transactions and the import of certain types of com- 
modity. The statutory ratio of reserves against demand 
deposits of commercial banks has been increased from 
10 per cent to 12 per cent, effective August 26. 


Coffee Production in Thailand 


In recent years, Thailand has been experimenting 
with coffee production to meet its own requirements. 
A promotion program for coffee cultivation has been 
in effect since 1954, and the areas under coffee were 
increased from 1,114 acres in 1954 to 5,980 acres 
in 1959. Production in 1959 amounted to about 500 
metric tons. The Department of Agriculture has drawn 
up a new promotion program for the period 1961-63, 
to increase the area under cultivation to 21,800 acres. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., August 15, 1960. 


Hard Fiber Production in Viet-Nam 


Viet-Nam has been actively promoting the production 
of hard fibers, such as ramie, jute, kenaf, and abaca, in 
recent years, with a view to satisfying domestic needs 
for manufacturing gunny bags and cordage and eventu- 
ally having a surplus of hard fibers for export. The area 
under ramie was increased from 50 hectares in 1957 to 
1,000 hectares in 1960, and production rose from 
30 metric tons to 300. Plans call for increasing this 
area to 1,200 hectares in 1961. The area under jute 
was expanded from 120 hectares to 1,850 hectares, and 
production increased from 120 metric tons to 2,000. 
A further increase, to 3,500 hectares, of the area under 
jute in 1961 is planned. 


Two new fiber crops, kenaf and abaca, were intro- 
duced in 1958, with a trial area of 200 hectares and 
0.5 hectare, respectively. The production of kenaf is 
well suited to Vietnamese soil and climate, and the area 
planted was increased to 1,850 hectares in 1959 and 
3,500 hectares in 1960. Plans are under way to double 
this area in 1961. Output has risen from 1,650 metric 
tons in 1959 to 3,500 tons in 1960. The total kenaf 
production is now absorbed by the local gunny bag 
production industry, whose output by the end of 1960 
is expected to be at an annual rate of 5 million bags. 
Two new bag manufacturing mills, each with an annual 
production capacity of 3 million bags, have been ap- 
proved. The combined production of these two mills 
and the one now in operation is expected to meet the 
country’s requirements and leave a surplus for export. 


Production of abaca is still in the pilot stage; the area 
under abaca was increased to 20 hectares during 1960, 
but manufacture of abaca cordage is not expected to 
begin until 1962. Since nearly all the fiber requirements 
of local mills are now met by domestic output, the 
doubling of production by 1961 will leave a surplus 
for export. 


Hard fiber production yielded VN$4.2 million to 
growers in 1957, VN$58.2 million in 1959, and 
VN$93.3 million in 1960. 


Source: The Times of Viet-Nam, Saigon, Viet-Nam, 
July 16, 1960. 


United States 
Reduction in Federal Reserve Discount Rate 


Six Federal Reserve Banks lowered their discount 
rate from 34% per cent to 3 per cent in the period 
August 12-16, and the other six Banks were expected 
to follow suit shortly. This is the second reduction this 
year in the discount rate; in early June, the rate was 
lowered from 4 per cent to 3% per cent (see this News 
Survey, Vol. XII, p. 402). A Federal Reserve spokes- 
man said that the recent reduction was a “technical 
adjustment to market rates.” The interest rate on 13- 
week treasury bills has been averaging about 2% per 
cent in recent months. 


The latest reduction in the discount rate has increased 
pressure on commercial banks to lower their lending 
rates. The banks’ “prime” lending rate has held at 5 
per cent since September 1959. 


Sources: The Wall Street Journal, New York, N. Y.., 
August 12 and 16, 1960. 


Latin America 


Monetary Policy in Latin America 


The fourth annual report of the Centro de Estudios 
Monetarios Latinoamericanos (CEMLA) describes the 
slowing down of the rate of economic growth in Latin 
America in 1959, which was largely a result of the con- 
tinued recession in world trade in raw materials which 
had begun in 1956. Despite these difficulties, a deter- 
mined policy was followed in most Latin American 
countries to eliminate balance of payments disequilib- 
rium and to reduce strong inflationary pressures. Never- 
theless, bank credit expanded in more than half the 
Latin American countries at a more rapid rate than in 
1958. In most countries, credit to the government 
sector and to official agencies was greater than in 1958, 
and in 12 countries the rate of growth in credit to the 
private sector also rose. However, owing to increased 
savings and time deposits, government deposits, and 
capital accounts, internal monetary expansion was only 
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slightly greater. As production increased less rapidly 
than the expansion of money, prices tended to rise and 
deficits to appear in the current balance of payments 
account. Changes in reserve requirements and in re- 
discount rates were the preferred instruments for re- 
ducing the banking system’s capacity for credit expan- 
sion. By the end of the year, there was evidence of 
stability in exchange rates and in the cost of living in 
most of the countries whose stabilization programs 
dated back to earlier years. However, the elimination 
of controls usually produced at first an immediate and 
marked increase in the cost of living, and the report 
emphasizes the importance of a coordinated policy for 
stimulating productive activity and accelerating the ad- 
justment of supply to the new demand patterns. 

The report also emphasizes the importance of im- 
provements in the statistics available in Latin America, 
so that the instruments of monetary analysis may be 
properly coordinated. This is an urgent need in view of 
the trend toward a monetary policy that will better 
serve economic development and that imposes more re- 
sponsibility on the monetary authorities, particularly 
the central bank, which is frequently becoming the 
agency in charge of the coordination of monetary and 
general economic policy. 

Source: Centro de Estudios Monetarios Latinoameri- 
canos, Aspectos Monetarios de las Economias 
Latinoamericanas, 1959, Mexico, D.F., 1960. 


Bank Reserve Requirements in Peru 

New regulations concerning the legal reserve require- 
ments of commercial and savings banks in Peru were 
issued by the Superintendency of Banks on July 18. 
The uniform 24 per cent basic reserve requirement on 
all types of deposit of the commercial and savings banks, 
which was established in April 1959, remains un- 
changed. But the banks are now authorized to hold as 
deposits with the Agricultural Development Bank up to 
76 per cent of the 100 per cent marginal reserve re- 
quirement established in April 1960. Sight obligations 
of the commercial and savings banks arising from their 
operations with banks and correspondents abroad will 
continue to be subject to the basic 24 per cent reserve 
requirement, but they have been exempted from the 
100 per cent marginal reserve requirement. 


Source: La Prensa, Lima, Peru, July 22, 1960. 


Other Countries 
Australian Gold Exports 


Unusually large shipments of gold from Australia to 
the United Kingdom in February and May raised total 
shipments for the first five months of this year well 
above those in the entire year 1958 or 1959. Shipments 


in February were 239,778 fine ounces, and in May 
they were 359,793 fine ounces; in each of the other 
three months, they were relatively small. Australia’s 
gold reserves in the five-month period fell by 130,000 
fine ounces. In 1958, and also in 1959, total gold ex- 
ports from Australia were about 128,000 fine ounces, 
most of the shipments going to the premium markets 
in Hong Kong. In each of these years, reserves were 
built up at a rate of about 1 million fine ounces. 


Source: The Times, London, England, August 12, 
1960. 


Australian Credit Policy 


The Governor of the Reserve Bank of Australia, Dr. 
H. C. Coombs, has asked the Australian trading banks 
to make immediate and significant cuts in their rate of 
new lending and to intensify precautions against pro- 
viding finance for speculative tendencies. Very strong 
pressure for bank loans has produced a sharp extension 
of bank credit, despite the Reserve Bank’s request for 
increased restraint in bank lending. Dr. Coombs said 
that his request to the banks had been made because 
of the importance of halting this expansion. Mean- 
while, the Reserve Bank will maintain strong pressure 
on bank liquidity, and the prohibition on new or in- 
creased advances for hire-purchase and installment sell- 
ing will be continued. 

Source: Australian News and Information Bureau, 
Australian Daily News, New York, N. Y., 
August 11, 1960. 


South African Exchange Reserves and Bank Rate 


In his address at the ordinary General Meeting of 
the South African Reserve Bank, the Governor of the 
Bank referred to the reversal in the movement of re- 
serves in 1960. After increasing by £29 million in the 
second half of 1959, gold and foreign exchange reserves 
declined by £39 million in the first half of 1960. The 
sharp reversal was attributable primarily to the reper- 
cussions of the riots which took place toward the end of 
March. This generated an air of uncertainty abroad, 
which was reflected in a decline in confidence on the 
part of foreign investors and in a substantial net outflow 
of foreign capital. Although reserves on July 31, 1960, 
at £107.5 million, were £24.5 million lower than a year 
earlier, the level of reserves could not be regarded 
as unduly low provided there were reasonable pros- 
pects that the balance of payments could be kept in 
approximate equilibrium; the average figure for the end 
of July during the years 1950-58 was £117.5 million. 

The balance of payments on current account showed 
a surplus of £58 million during the second half of 1959 
and of £10 million during the first half of 1960. There 
was a distinct possibility that a surplus might also be 
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achieved during the second half of 1960, The change 
in the capital account, however, was not so satisfac- 
tory; there was a net capital outflow of £49 million in 
the first half of 1960, compared with a net outflow of 
£39 million in 1959 and a net inflow of £68 million in 
1958. The best hope for 1960, the Governor said, was 
to achieve a surplus on current account which would 
cover a substantial part of the net capital outflow and 
so reduce its impact on reserves. He believed that the 
outflow had subsided and that a moderate inflow of 
direct foreign capital for investment in existing and 
new enterprises in the Union had continued. There were, 
however, some factors which might for some time con- 
tinue to cause a net outflow of capital. Among these 
factors were the repayment of foreign loans, equity in- 
vestment by Union residents in the Federation of Rho- 
desia and Nyasaland, and the fact that the Union had 
to contend with the credit squeeze and high money 
rates in the United Kingdom, consequent upon the 
recent raising of the Bank of England rate to 6 per cent 
and the simultaneous increase in the special deposits to 
be held by the commercial banks with the Bank of 
England (see this New Survey, Vol. XII, p. 405). As 
long as rates were materially higher and credit tighter 
in the United Kingdom than in the Union, there would 
be a tendency for foreign residents to withdraw surplus 
funds for temporary investment in London and for 
the South African banks to be called upon to finance a 
larger proportion of the Union’s foreign trade, both of 
which would have an adverse effect on the balance of 
payments. The Governor did not believe that the im- 
mediate prospects for avoiding a deficit in the foreign 
capital account were encouraging. The situation could 
be eased by arranging foreign bank credits and drawing 
on the International Monetary Fund, but such relief 
would obviously be only temporary and transitional. 


After taking into consideration these factors, and also 
the substantial decline in the liquidity of the banking 
system and the tightening of the internal money and 
capital markets, the Reserve Bank had, after consulta- 
tion with the Treasurer, decided to increase the bank 
rate from 4 per cent to 4% per cent, effective imme- 
diately. Also, the pattern of rates for market operations 
in government stock in respect of maturities of up to ten 
years was adjusted upward by % per cent. The Gov- 
ernor stated that this latter move was necessitated by 
the fact that the Bank, while experiencing no pressure 
in the long-term market, had been called upon during 
the past three months to make considerable net pur- 
chases of short-term and medium-term government 
stocks, even after the addition of a penalty to its present 
rate, 

The Bank would continue to fulfill its function as a 
lender of last resort and “so bring home to all concerned 


the fact that the adverse trend in the internal financial 
situation due to an outflow of capital may continue for 
some time.” The present situation demanded restraint 
in spending on goods and services which involved a 
large outlay of foreign exchange, and the Reserve Bank 
had specifically asked the commercial banks to exercise 
caution in granting credit for financing imports. The 
Governor emphasized that no actual credit squeeze 
was contemplated and the Reserve Bank did not in- 
tend to impose supplementary reserve requirements on 
the commercial banks but, on the contrary, would assist 
them where necessary in meeting the legitimate credit 
requirements of the country. 


In commenting upon the decline in South Africa’s 
gold and foreign exchange reserves, the May issue of 
the Economic Bulletin of the Netherlands Bank of South 
Africa stated that a ‘significant’ part of the ‘dectine: was: 
due to normal seasonal commitments, including interest 
and capital repayments on uranium loans; the larger 
part, however, was the result of a capital outflow aris- 
ing from the political situation. The adverse, and often 
exaggerated, reports on local events had seriously un- 
dermined the confidence of overseas investors, already 
in a sensitive and nervous mood on account of stormy 
political developments elsewhere in Africa. Panic sell- 
ing of South African securities in foreign hands fol- 
lowed, and there was a sharp drop in the value of South 
African shares. Losses would have been much greater, 
however, but for the active support of institutional in- 
vestors whose buying operations were previously hamp- 
ered by the scarcity of suitable shares at reasonable 
prices. The Netherlands Bank stated that there was no 
reason for undue concern. South Africa’s short-term 
indebtedness is small, and the Minister of Finance had 
given assurances that there would be no exchange re- 
strictions that would in any way affect the foreign 
investors’ right of free transfer of locally invested 
capital or income derived from it. At current prices, 
yields on first-class securities are attractive, and many 
local investors are taking advantage of these oppor- 
tunities. National aspirations that more South African 
stock should be locally held can thus be satisfied and at 
favorable prices. 


Sources: Information Service of South Africa, South 
African Scope, New York, N. Y., June-July 
1960; The Times, London, England, Au- 
gust 4, 1960; Financial Mail, Johannesburg, 
South Africa, August 12, 1960. 


Exchange Controls in Tangier 


In April 1960, when Tangier was incorporated into 
the Moroccan economy in respect of exchange controls 
and import quotas, arrangements were made for grant- 
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ing certain “international transit” rights to Tangier 
traders who had been registered as engaged in business 
there before April 19. These persons have the right to 
purchase goods with their personal holdings of foreign 
exchange, as reported to the Exchange Office and which 
are held in a Tangier bank in a “free transit account.” 
Foreign currencies received from sales of merchandise 
by these persons are automatically deposited in these 
accounts. Factories in Tangier which sell their products 
abroad may continue to use their own exchange, with 
additional amounts allocated to them by the Govern- 
ment, to import or re-export goods under a temporary 
duty-free status. Tangier traders will thus be able to 
stock more easily and quickly by buying from bonded 
warehouses in Tangier. 

Source: Embassy of Morocco, Economic News from 

Morocco, Washington, D. C., May 1960. 


Rhodesia and Nyasaland Government Budget 

Current revenue of the Federation of Rhodesia and 
Nyasaland totaled £54.1 million in the fiscal year ended 
June 30, 1960 and current expenditure amounted to 
£54.3 million, thus leaving a deficit of £0.2 million on 
current account. However, if the windfall receipt of 
£0.4 million representing the net gain on the sale of 
assets of the Cotton Industries Board is included, there 
was a current surplus of £0.2 million. The budget esti- 
mates for 1959-60 had estimated a deficit of £2.3 mil- 
lion. 


Total expenditure from loan funds was set at £18.7 
million in the original 1959-60 budget, but only £14.5 
million of this outlay materialized. This was due mainly 


to the diminished need of government development 
funds as the first stage of the Kariba Hydroelectric 
Scheme neared completion and as the Rhodesian Rail- 
ways were in a position to meet public demands on their 
system with a lower level of capital expenditure than had 


been expected. In fiscal 1959-60, two local loans, 
totaling £11.25 million, were raised, and loans totaling 
$15.6 million were negotiated with the International 
Bank for Reconstruction and Development and the 
Chase Manhattan Bank (see this New Survey, Vol. XII, 
pp. 309 and 388); the greater portion of the proceeds 
from these loans will be available for the fiscal year 


1960-61. 


The budget estimate for 1960-61, presented by the 
Minister of Finance to the Federal Assembly on 
June 30, 1960, indicates a major increase in the Govern- 
ment’s current expenditure, which is expected to be 
£63.1 million, £7.7 million more than budgeted for 


1959-60. The main factors underlying the increase are 
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a 5 per cent rise in Civil Service salaries, awarded from 
January 1, 1960, higher expenditure on health and 
education, and an increase in the cost of loan service 
(by £1.9 million, to £14.1 million), which is seen as an 
inevitable consequence of the rapid development of 
the Federation’s economy. Current revenue is expected 
to increase by £9.1 million, to £62.2 million. The most 
marked rise relates to the income tax, which, with the 
increase in incomes resulting largely from higher cop- 
per receipts (see this News Survey, Vol. XII, p. 452), 
is expected to yield almost £5 million more than in 
1959-60, and to customs and excise duties, which are 
expected to rise by some £2 million. 


The current account for 1960-61 thus shows a deficit 
of £0.9 million, but this figure includes £1.5 million 
which is entered as current expenditure but transferred 
to the loan account for development expenditure (£1.0 
million in fiscal 1959-60). Estimated development ex- 
penditure in the loan account totals £12.2 million, or 
£6.5 million less than provided for in the original 
1959-60 budget and £2.2 million below actual expendi- 
ture in that year. However, the decline in expenditure 
from the loan account relates largely to the diminished 
capital needs for the Kariba project and the Rhodesian 
Railways, while other development expenditure has 
been maintained more or less at the previous year’s 
level. In addition to loans already negotiated in 1959-60 
and to loan recoveries and certain other receipts on the 
loan account, fresh borrowing, amounting to £8.5 mil- 
lion, will be required in 1960-61 to finance the sched- 
uled capital expenditure. 

Sources: Federation of Rhodesia and Nyasaland, Fi- 
nancial Statements, 1960-61, and Budget 
Statement by the Federal Minister of Finance, 
Presented to the Federal Assembly on June 
30, 1960, Salisbury, Federation of Rhodesia 
and Nyasaland. 
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